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MEAT AND WHEAT 


It was announced recently that the first shipments of dried meat had 
arrived in this country and that it would take some time until supplies 
would be sufficient to allow distribution through retail shops as part of 
the meat ration. The prospect of dried meat becoming available for 
this purpose considerably affects the basis of the present meat policy 
and it thus renews the interest in the standing war-time controversy of 
cattle-rearing versus wheat-farming. 

1. During four years of war about 7 million acres have been ploughed 
up. Since, however, part of this land has returned to temporary grasses 
the net increase in tillage is smaller than 7 million acres but it isnot known 
to what extent. The acreage under wheat had been brought up from 
1.9 million acres in 1938 to about 2.2 million acres by the spring of 1942," 
and since then Mr. Hudson asked for a further increase of 0.6 million 
acres. It follows that of the newly ploughed-up land only about 15% 
went into wheat production, assuming that Mr. Hudson’s request was 
fully complied with. Thus, the share of wheat in arable farming was, 
at the best, kept constant during the war. There have been some 
increases in the area under potatoes, sugar beet, and vegetables, but the 
greater part of the new tillage is producing fodder crops.?_ In this way 


1 See ‘ The Times,’ March 19, 1942. 
2 Dr. C. S. Orwin, ‘ Manchester Guardian,’ June 19, 1942. 
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it became possible, in spite of the virtual cessation of imports of feeding- 
stuffs, to increase the cattle population above the pre-war level.1 

2. It is not difficult to estimate--in terms of alternative uses—the 
cost to the war-economy of using the greater part of the additional 
acreage for the maintenance of the cattle population. Before the war 
7 to 8 million acres of arable land produced fodder crops (or temporary 
grasses). In view of the war-time increase this figure may have risen 
to 11 to 12 million acres. Let us assume that the original policy of the 
Ministry of Agriculture of reducing the number of cattle? had been 
carried out and that for example, beef cattle production had been cut, say 
by a third, while dairy herds had been maintained. Since the share of 
beef cattle in the total cattle population is about 50%, fodder consump- 
tion by all cattle would have been reduced by about one sixth. Dis- 
regarding, for the moment, the claim of other livestock on fodder sup- 
plies, it may be estimated that under the assumption of the above cut a 
sixth of the acreage under fodder, or about 2 million acres, would become 
available for other use. 

The cut in home supplies of beef would be smaller than a third since 
part of the supply of becf is derived from dairy herds. The net reduc- 
tion may be taken as about 25% of the home supply of beef* or about 
130,000 tons a year. If the 2 million acres released from fodder pro- 
duction were put under wheat, milling barley, or rye, the gain in home- 
grown corn may be estimated—allowing for lower yields on marginal 
land—at about 1.5 million tons. 3 

A fall in the fodder acreage would also affect the (already reduced) 
sheep population, but to a lesser extent because sheep rely more on 
permanent grass land or rough grazing than cattle. In any case, even a 
15% cut in home-grown mutton supplies would only’mean a loss of 
about 30,000 tons. 

The net saving in shipping space may be smaller than the difference 
between the gain in corn (about 1.5 mn. tons) and the loss in meat (at 
most 160,000 tons), because of a possible increase in requirements of 
imported fertilisers which might occur if the cattle population were 
reduced ; it is unlikely however that the net saving resulting from the 
assumed cut in the numbers of beef cattle by a third would be less than 
I million tons. (Supplies of milk would not be affected). Agricultural 
scientists and farmers differ as to the extent of the net saving that could 
be achieved, but Lord Cornwallis, Chairman of the Kent War Agricul- 
tural Committee, in a speech to the Farmers Club, quoted and did not 
question a statement that ‘ it took 5 to 15 acres of crops fed to livestock 
to save as much shipping space as one acre under human food crops.’4 
This statement roughly confirms our estimate of a gain of 1.5 million 


1 See ‘ The Times,’ August 17, 1942. There i i 
and poultry. he was a fall in the number of pigs, sheep 
2° The number of livestock would have to be adjusted so that a 1 
our land could directly grow human food.’ Mr. Wide as quoted in “The Tinee” 
ae pee ee 4 The Minister of Agriculture has now told the farmers 
at they must s i i 
peas o reduce the number of cattle on their farms as well as pigs and 
® Estimated from the average pre-war supply with an allowance f i 
ace: € , the reduction 
in yield of meat due to under-feeding, which " i 
Le a ecco og g was only partly offset by the increase 
4“ The Times,’’ October 7, 1942. 
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tons of corn against a loss of at most 160,000 tons of meat from the 
switch-over of a sixth of the acreage under fodder to corn crops. (The 
net saving should perhaps be reduced by an allowance for additional 
import requirements of fertilisers.) 

3. An independent check on the above estimate can be obtained by 
another method involving a few technical considerations.’ Calves 
not intended for dairying, fattening or breeding are usually slaughtered 
after one to two months and they yield about roo lb. of veal. The 
average live weight of fat cattle is 11 cwt., yielding about 700 lb. of 
beef, a net increase of 600 lb, as compared with the yield of the calf. 

The cost in fodder requirements can be estimated as follows: 
On the average the breeding of fat cattle takes two years, and the sub- 
sequently fattening process five months. During the breeding period, 
winter rations of fodder crops total 0.8 tons starch equivalent for the 
whole period. In addition, for summer feeding on the pastures one and a 
quarter to one and a half acres of grassland should be allowed per head. 
To maintain an annual output of one animal; two animals must be kept 
in the breeding stage in each year. This requires an annual production 
in fodder crops amounting to 0.8 tons starch equivalent, and the culti- 
vation of 2.5 to 3 acres of grass land. The average yield of the main 
fodder crops is 1 ton starch equivalent per acre. It follows that 0.8 
acres must be kept under fodder crops. The combined annual acreage 
requirement, (feeding stuffs and grass), is so far 3.3 to 3.8 acres. 

In addition, after about two years the animal is fattened and consumes 
during the fattening period feeding stuffs of a starch equivalent of about 
0.8 tons. This increases the acreage under fodder crops by another 0.8 
acres and brings the total acreage requirements to 4.1 to 4.6 acres. 
This is the acreage needed for an annual production of 600 lbs. of beef ; 
or 15 to 17 acres to x ton of beef. 

If the acreage producing one ton of beef were put under wheat, milling 
barley or rye, the yield in corn may be estimated at about 11 tons. 
Thus we obtain a similar ratio of meat to corn yields per acre as before. 

4. Moreover, it will probably not be necessary to increase imports of 
meat to the extent calculated above. While the slaughtering-off 
is in progress the supply of home grown meat would be greater than be- 
fore and imports could even be reduced. This would not, however, 
necessitate a corresponding increase of the weight of meat imports at a 
later date, because then dried meat will be available in larger quantities. 
The deficiency in home-grown meat supplies, which will occur after the 
slaughtering-off process has been completed, will be covered by imports 
of dried meat whose weight is not much more than a third of the equiva- 
lent quantity of fresh or refrigerated meat. 

5. A change in meat policy may also become necessary for another 
reason. Part of the land that has been brought into arable cultivation 
during the war is now sown to temporary grass to maintain soil fertility, 
and thus withdrawn from crops for human consumption. It has been 
stated by Mr. Hudson that in 1942 this factor went a considerable way 
towards nullifying as a net incfease of tillage the 800,000 scheduled 
acres of newly ploughed-up land. Other land, hitherto under grass, 


1 Figures relating to beef and veal production given below are based on Watson 
and Moore, ‘ Agriculture.’ 
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may be released in the process and become available for crops for human 
consumption. It is probable however that this land will be less suited 
for such crops and that their yield will be reduced. If this is so, more 
land will be required to produce the same supply of crops for direct 
consumption and it will become even more urgent to reduce the area 
under fodder crops. 

This factor will gain in importance during the next one or two seasons 
when large parts of the new tillage will return to temporary grasses. 
Then, the alternative to a reduction in the beef cattle population will 
not just mean foregoing economies in shipping which could be achieved 
by such a measure, but new demands on shipping space due to the 
falling-off of home wheat supplies. 

6. A reduction of the beef cattle population can only be effected 
through an adjustment of the present price structure for agricultural 
supplies. As long as it pays farmers to maintain their livestock rather 
than to grow human food directly they will do so and compulsory 
measures may prove abortive. The announcement of a long term 
purchasing policy with e¢ price-differential favouring slaughterings in 
the nearest suitable period will help to overcome resistance to changes 
that have become necessary. On the other hand, price adjustments in 
themselves may be not sufficient in view of the strong influence of 
post-war considerations which may induce farmers to maintain their 
livestock even if this should bring them losses in the short run. Direct 
controls will, therefore, be required. 

As prices of home-grown meat are considerably higher than prices of 
imported meat a temporary increase in the share of the former in total 
consumption would amount to an effective reduction in the existing 
meat ration, which is fixed by value. If a further cut in supplies of 
animal protein were inadvisable such a reduction could be avoided either 
by reducing the price of home-grown meat with an increase in the 
present subsidy, or by raising the money value of the meat ration. 
Both measures need only be temporary and could be cancelled when the 
slaughtering-off process is completed. If either of them were adopted 
the additional saving in shipping space mentioned in paragraph 4 would 
be somewhat reduced but the basic economy from the switch-over from 
beef production to direct human food would remain unaffected. 


J. GOLDMANN. 


THE BURDEN OF THE NATIONAL DEBT 


1. The problem of the burden of the National Debt has three import- 
ant implications. It is, firstly, more or less generally accepted that it 
is essential in war-time to keep the budget deficit as low as possible in 
order that the future interest payments on the debt should be reduced. 
This consideration plays an important réle in war time increases in in- 
direct taxation of necessities and semi-luxuries, which can hardly con- 
stitute a proper device to fight inflation because they themselves con- 
tribute to the rise in prices. 

_The other two implications affect not the war finance proper but the 
discussion of post-war economics, as, for instance, the Beveridge Plan. 
It is frequently maintained that the burden of the debt has increased 
very much up till now and this, together with the future rise, will make 
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it impossible to embark upon costly reforms. And even more general 
is the conviction that it is impossible to have a budget deficit in peace 
time whenever it is necessary to maintain full employment, if this leads 
to a long-run rise in the burden of the debt. 

We propose in this paper to show: (1) that in spite of the great in- 
crease in the amount of the National Debt in the course of this war up 
to the present, the future ‘ burden’ of the present debt is not likely to be 
higher than in 1938-39; (2) that it is possible to devise special taxes 
for financing the interest on National Debt which will render its increase 
harmless in the sense that it will have no repercussions on output and 
employment ; that therefore it is not necessary to consider the reduction 
of the budget deficit as such to be an important problem of war finance : 
and that a regime under which budget deficits would be used whenever 
necessary to maintain full employment does not involve insuperable 
difficulties. aed, 

2. In the financial year 1938-39 the interest on National Debt was 
£223 million.t Not all this sum can be considered.a ‘ financial burden ’ 
because a part is returned to the Treasury through income tax and sur- 
tax paid on this income. (The precise definition of the amount re- 
turned by taxation is that it is equal to the loss of yield of income tax 
and sur-tax if the payment of the interest on National Debt were sus- 
pended.) This amount may be roughly estimated as standard income 
tax charged on the interest on National Debt, because the balance of the 
influence of income tax exemptions, allowances, and reduced income 
tax rate en one side and of sur-tax on the other is probably relatively 
small.2 With the standard rate of 5s. 6d. in the £ in 1938-39 the tax 
free interest on National Debt may be thus estimated at £162 million: 

In 1942-43 the interest on National Debt was about £330 million. 
Now the post-war standard rate of income tax may be conservatively 
assumed—7s. 6d. in the £. Taking into account that in the £330! 
million there is about £20 million of tax free interest on National Saving 
Certificates, we may estimate, on the above assumption, the future tax 
free interest on the present National Debt at £214 million. But this is 
not the end of the story. The post-war level of prices will be hardly less 
than 30 per cent. higher than pre-war, and the ‘ tax yielding capacity ’ 
may be assumed to increase in roughly the same proportion. Thus to 
compare the future ‘ burden’ of the present debt with the pre-war 
‘burden’ it is necessary to deflate £214 million by 1.30, which gives 
£164 million as compared with {162 million of the pre-war tax free 
interest on National Debt.® 

It may be objected to this calculation that, since a large part of the 
National Debt is in the form of floating debt, the future ‘ burden’ of it 
would be higher if the short-term rate of interest increased after the war. 


1 Inclusive of interest accruing on National Saving Certificates. 

2 The influence of income tax exemptions, allowances and reduced income tax 
rate was in 1938/39 greater than that of sur-tax for unearned incomes as a whole. 
(As a result the average rate of income tax and sur-tax on unearned income was of 
the order of 4/- in the £, while the standard rate was 5/6 in the f.) It must not be 
forgotten, however, that if interest on the National Debt were suspended it would 
‘come off the top.’ " 

3 Even considerable changes in the rate adopted for the calculation of the tax free 
interest on National Debt are of small importance for the results of this comparison, 
if these changes are proportionate for the two cases compared 
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To that it may be replied that the present short-term rate is higher than 
in the last seven pre-war years ; and that the short-term rate of interest 
may be easily controlled by the Government in combination with the 
Bank of England. There is thus no reason to expect its rise in the 
future as compared with the present level. ; 

3. We have shown that the future ‘ burden’ of the present National 
Debt is on plausible hypotheses approximately the same as it was 
before the war. But the war is not yet over and, as endeavours are 
made to keep prices stable and thus no further reduction in the ‘real’ 
value of the National Debt can be expected, the ‘ burden of the debt ’ 
will certainly rise. This will continue for a few years after the ter- 
mination of hostilities, in particular in connection with the payment 
of compensation for destroyed property and of post-war credits. Thus 
it is important to consider the general problem of dealing with the 
‘burden of the debt.’ 

Imagine first that interest on National Debt incurred after a certain 
date, for instance from now onwards, will be financed by a special annual 
capital tax on all private capital (inclusive, of course, of Government 
securities). A rise in the National Debt will increase the amount of 
capital tax to be collected, but will at the same time increase the interest 
yielding assets in private possession, which would not have come into 
existence if the budget had been balanced. The capitalists as a body 
gain by an increase in the National Debt as much in interest as they lose 
in capital tax. 

Moreover, it may be shown that the increase in the National Debt, 
does not involve any disturbances in output and employment if interest 
on it is financed by a capital tax. The current income after payment of 
capital tax of some capitalists will be lower and of some ‘higher than if 
the National Debt had not increased, but their aggregate income will 
remain unaltered and their aggregate consumption will be not likely to 
change significantly. Further, the inducement to invest in fixed capital 
is not affected by a capital tax because it is paid on any type of wealth. 
Whether an amount is held in cash or Government securities or invested 
in building a factory, the same capital tax is paid on it and thus the 
comparative advantage is unchanged. And if investment is financed by 
loans it is clearly not affected by a capital tax because it does not mean 
an increase in wealth of the investing entrepreneur. Thus neither 
capitalists’ consumption nor investment is affected by the rise in the 
National Debt if interest on it is financed by an annual capital tax. 

4. We shall now briefly consider the order of magnitude and the 
administration of the annual capital tax. As we propose this for finan- 
cing the interest on the National Debt incurred after a certain fixed date, 
say from now onwards (the interest on the ‘ old debt’ being already 
accounted for in the budget), the relevant average interest on the Na- 
tional Debt may be assumed to be about 2 per cent., as this is approx- 
imately the present average cost of (short term and long-term) borrowing 
and there is no reason to assume that it would be increased in the 
future. The annual capital tax will thus be substantially lower than 2 

1 The Government can continue to “ ium- 
issues and finance the rest by Byatt se boty My bpm Ms eet es pe ee 


will increase if sales of long- and medium-term issues rise in proportion to the budget 


deficit, but then nothing prevents the Go i inter« 
Si rian gp vernment from reducing the rate of interest 
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per cent. because the tax to finance the interest on the ‘ extra debt’ 
will be collected from all types of privately owned capital, of which the 

extra debt ’ constitutes only one item. If, for instance, this debt were 
one half of all privately owned assets the annual capital tax would 
amount to i percent. Moreover, it should be noticed that even if there 
is a long-run increase in the National Debt as a result of a ‘full employ- 
ment policy’, the rate of the annual capital tax need not necessarily 
Increase. Indeed, permanent full employment in conjunction with the 
mcrease in population and technical progress will certainly cause ex- 
pansion in private capital equipment. Whether the rate of capital tax 
will rise or not depends on the relation between the budget deficit necess- 
ary to maintain full employment and the rate of expansion of capital 
equipment. 

The above argument still requires some elucidation. It seems 
reasonable to deduct the capital tax from income before income tax 
is paid, as is done in the case of capital depreciation. For instance, 
if an asset yields 4 per cent. and the capital tax is 1 per cent., the 
income of 3 and not 4 per cent. would be subject to income tax. This 
causes, of course, a certain reduction in the average yield+of income 
tax, but this is offset by the income tax yielded by the interest on 
National Debt. If the National Debt increases, the national income 
being constant, and the interest on National Debt is financed by a capital 
tax, the aggregate yield of income tax is unchanged. It is true that it is 
being reduced by the increasing amount of capital tax, but it is being 
pro tanto raised by the increasing interest on National Debt. 

The annual capital tax would have to be higher if small property 
were exempted from it. This would be desirable both for social and 
administrative reasons. If, for instance, property below £1,000 were 
exempted, the rate of capital tax would have to be increased by some- 
thing like one fifth.t 

The simplest way to administer the capital tax would probably be to 
collect it by taxing own capital of enterprises and persons, not including 
shares and debentures in the valuation of wealth. The balance sheets 
of enterprises in combination with existing valuations of fixed assets by 
tax authorities would then provide the basis for the valuation of the 
great part of private capital. The smallness of the capital tax as shown 
by the above estimates will facilitate the collection of the tax. 

5. If, however, the administration of the capital tax is considered 
likely to involve serious difficulties, it is possible to replace it by a 
modified income tax, the influence of which upon the national economy 
as a whole would be more or less equivalent to that of a capital tax. This 
income tax would be imposed on unearned income only and thus would 
affect the same people as the capital tax. However, income tax, as 
opposed to capital tax, weakens the inducement to invest because it re- 
duces the net rate of profit. The following modification may remove this 
adverse effect. Imagine that income tax is charged on gross unearned 
income, i.e. before deduction of depreciation. On the other hand all 
investment in fixed capital, whether for the sake of replacement or ex- 
pansion, is deducted from the taxable amount. (If it exceeds the 
taxable income the excess is carried over for deduction in the next 


1 See Campion, ‘ Public and Private Property in Great Britain,’ p. 109. 
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years). It is easy to show that such a tax does not affect the rate of 
profit expected on new investment. Indeed, suppose that an entre- 
preneur expects for each £100 invested in fixed capital a gross profit of 
{10 per annum. One shilling in the £ of our income tax reduces this 
expected profit to £9} per annum. But by investing {100 he gets £5 
reduction in his current income tax and thus the cost of investment 1s 
reduced to £95. Consequently the expected gross rate of profit is the 
same Io per cent. per annum as if the tax were not in existence. Thus 
the repercussions of the ‘ modified income tax’ will be more or less the 
same as those of the capital tax. 

6. It follows that if the interest on National Debt incurred after 
a certain date is financed by a special annual capital tax or by a 
special ‘ modified income tax’ the rise in the National Debt will not in- 
volve a ‘ burden’ and, will not have any significant repercussions on 
output and production. Consequently, to keep down the Budget deficit 
in war-time in order to reduce the increase in the National Debt ceases 
to be the primary objective of war finance. And, if to maintain full 
employment in peace time requires budget deficits there is no reason to 
be scared by the rising National Debt. 

M. KALECKI. 


DUAL CAPACITY. 


The problem of ‘ dual capacity,’ the appointment of business men to 
responsible posts in Government Departments, particularly where the 
activities of these Departments affect the industries in which the 
business men were concerned before the war, has remained one of the 
open questions of war economic policy. In each of its Reports since 
the outbreak of war, the Public Accounts Committee has been particu- 
larly concerned with two aspects of this problem: (1), the source of 
remuneration of the officials, and (2), whether the Treasury and the 
Departments continue to be satisfied that the public interest is fully 
safeguarded under the existing arrangements. One may get ageneral out- 
line of the policies of Departments run by business men from the industries 
concerned, especially the Raw Material Controls and the various 
Divisions of the Ministry of Food, and while one can then analyse 
critically the policy pursued, it is very difficult to say definitely how far 
these policies would have differed, either for better or for worse, if the 
Controls, etc., had been staffed in another way, as for example, in the 
last war, when business men were in charge of one another’s industries 
and not their own.’ In this article we outline the position in this 
country, in the light of the latest Report and Minutes of Evidence of the 
Public Accounts Committee (Second Report and Proceedings of the 
Committee: ordered to be printed roth November 1042. In what 
follows we shall refer simply to the Report, giving the paragraph, or the 
Minutes, giving the question number). We shall,then summarise the 
contents and conclusions of a Revort of the United States Senate 
Special Committee, on the ‘ charge by Robert R. Guthrie in connection 
with the Administration by dollar-a-year men of the conversion pro- 


1 These officials had, of course, advis Z 
concerned. , advisory panels of men drawn from the trades 
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gramme . . .’ which deals with the ‘ dual capacity’ problem in the 
United States war economy. 


THE PRESENT PosITION IN BRITAIN. 


In this country ‘. . . . temporary civil servants can be divided into three main 
categories in that respect (their remuneration) : those who come and are paid en- 
tirely by the Government (in this case the Ministry of Supply), but who no doubt 
have relations with their firms in that they have understandings that when the work 
is finished they will go back to the firms; the second category are paid a Civil Service 
remuneration, and we are aware that in those cases a balance representing the differ- 
ence between their Civil Service pay and their old pay is made up to them by their 
firms ; there is a third category who receive no pay whatever from the Ministry, but 
who receive, presumably, either the same remuneration as they had before from their 
company or something less.’ (Answer to question 7793, Minutes). 


The number of persons in the third category seems to be very large : 


“. . . .in the Ministry of Supply there are hundreds of persons not connected with 
the iron and steel trade but connected with other trades who are giving whole-time 
service to the Ministry of Supply, and whose remuneration is derived from their 
previous firms.” (Answer to question 8270, Minutes). 


In the Iron and Steel Control in 1942, 65 per cent. of persons who might 
be in a position to commit the Ministry of Supply are paid individually 
by their firms (7779, 7780 Minutes). The issue of ‘ dual capacity’ is 
therefore one which affects profoundly the war economy. Steps are 
taken by the Departments to ensure that all temporary civil servants 
are fully aware of their position : 


‘ The routine is that when a person is appointed to the staff, whether as a temporary 
or as a permanent civil servant, his attention is drawn to the staff rules, of which he 
receives a copy, and certain paragraphs of which lay down the doctrine, as we under- 
stand it, about dual capacity. In particular, when appointments of controllers of 
Ttaw materials commodities are made, to which I think special reference was made 
last time this question was discussed, they receive a letter of appointment from the 
Minister, and in that letter reference is made to this question, so that they be under no 
misapprehension ; in addition, on the first occasion in which they came to head- 
quarters, a member of the Raw Materials Department takes them over the ground, so 
that in that way we think we have covered the position fairly adequately, if I may 
say so.’ (7771, Minutes). 


It would appear from the above quotations therefore, that a temporary 
civil servant may continue to be paid by his firm, while in his official 
capacity he may influence policy with regard to an industry which, in 
turn, will affect his firm. There are, however, special checks with 
regard to contracts : 


‘ they are under a series of very special obligations to keep us informed as to what 
their trade interests are, and they are kept from dealing with contractual matters in 
the Ministry in a sphere which is their own in outside industry.’ (7803 Minutes). 


In view of the ‘not unnatural public apprehension that the people 
concerned have more of a weather eye to their relationship to their own 
organisations than they have to the Government Department to which 
they are giving such excellent service,’ (7800, Minutes), it may be asked 
why such persons are not made whole-time employees of the nation and 
paid accordingly. This is the more pertinent because it is not difficult 
to see that many such persons are indirectly paid by the Treasury ; for 
where the firm- is paying E.P.T., the E.P.T. paid will be less by the 
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amount of the salary! of the person loaned to aGovernment Department.” 
If the Government paid this salary directly, its balance between revenue 
and expenditure would remain precisely the same. Thus, this first 
argument that ‘. .. . we should simply not have been able to give 
those people the remuneration necessary to give them the standard of 
living to which they had been formerly accustomed’ (7794 Minutes) 
seems not to be valid. The second argument is more cogent. The 
salaries of the business men appointed as temporary officials are, in 
general, very much higher than those of Civil Servants of equivalent 
rank and ‘ if those gentlemen who at present are paid by outside firms 
were to be paid directly out of Government funds at the rate of re- 
muneration which they received as business men before they came into 
the Government service, that might have some reaction on Civil Service 
salaries’ (7804 Minutes). This does not, however, prevent the Depart- 
ments paying thé appropriate Civil Service salary, even if this rate is 
supplemented from outside. When the ‘ dual capacity ’ problem in the 
Ministry of Works and Planning received widespread publicity in 1942, 
the then Minister arranged for the business men concerned to become 
direct servants of the Ministry, but the Treasury did not feel ‘ that there 
was any necessity to make that rule a general rule’ (g029 Minutes). 
The justification of this varied and empirical policy was summed up by 
the Treasury official, in evidence to the Committee : 

‘ The real question is not who pays, and how much is paid, but the real question is 
whether the person still remains connected with the business in the sense that he 
expects to return to it afterwards ; and of course he does; and nothing overcomes that 
teal fact except that we have confidence, and I believe the public as a whole have con- 
fidence, that while these gentlemen are in the service of the Government, they will 
serve the Government faithfully and steadfastly ’ (9030, Minutes). 


‘ Frankly, I do not think the public interest requires very greatly to be safeguarded 


in this matter, as long as we get hold of the right kind of people, as we do.’ (9020, 
Minutes). 


As regards the issue of salaries alone, this attitude may be reasonable, 
but on the second, and more general issue, the Treasury and the Depart- 
ments tend to become interested parties and act in a ‘ dual capacity’ 
in so far as they were responsible for the arrangements, and the per- 
sistence of the Public Accounts Committee in examining the question of 

dual capacity,’ and its reiteration in the latest Report that ‘ such 
arrangements will continue to require the most careful attention by all’ 


1 Subject to certain qualifications with regard to the shareholdings of directors 
see Bayley and Taylor ‘ Excess Profits Tax,’ p. 47 ff. 

2 That the Government seems, parodoxically, not to be much concerned with this 
argument is suggested by the following interchange between Sir Irving Albery and 
the Ministry of Supply official giving evidence (7791—2 Minutes). ‘ .. . Would it 
be in many cases a fact, or, rather, would one be justified in suggesting in many cases 
where firms are making big profits and paying Excess Profit Tax, that in fact the 
Government is to a large extent indirectly paying the salaries or remuneration of 
these persons ?—That gets one into metaphysical reasoning into which I could not 
possibly attempt to follow you, Sir.’ 

“Would you not admit that it is possible ?—I would rather state it otherwise, if I 
might, and say that we in the Ministry are indebted to very many firms all over the 
country for the loan to us of persons who are working night and day and giving us, 
complete satisfaction.’ i ; 

*This principle, moreover, was not admitted in the case of the members of the armed 
forces or those who were conscripted for industrial work. 

“But compare the American experience mentioned below. 
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is evidence, apart from outside criticism, that the public is still appre- 
hensive. 


AN INSTANCE OF Duat Capacity In U.S.A. 

; In this country, as we have mentioned, there has been no.authorita- 
tive investigation of the working of ‘ dual capacity’ as such. A similar 
problem was created, however, in the United States with the appoint- 
ment of ‘ dollar-a-year’ men to the Administration. 

On March r4th, 1942, Mr. R. Guthrie made a statement to the press 
that his efforts to achieve maximum conversion of the consumer’s 
durable goods industries to war production had not been supported by 
his superiors, and on the same day he resigned his position as Chief of the 
Textile, Clothing and Leather Goods Branch of the War Production 
Board as did his deputy and executive assistant. Mr. Donald Nelson 
thereupon asked for an enquiry by the Senate Special Committee to 
Investigate the National Defence Programme (Truman Committee). In 
the following paragraphs we summarise the contents and conclusion of 
the resulting Report. (Senate, 77th Congress, 2nd Session Report 480, 
Part 8, June 14th, 1942). 

After Pearl Harbour it became apparent that production of non- 
essential civilian goods which consumed ‘ critical’ materials had to give 
way to war production. Such conversion to war production could be 
accomplished either by voluntary action on the part of industry or by 
controls exercised by the Government. Primary responsibility for 
formulating policies regarding the conversion of civilian industry was 
placed in the Division of Industry Operations, headed by James S. 
Knowlson. The responsibility was shared by the Bureau of Industry 
Branches, one of the several bureaux within this Division. Investiga- 
tion disclosed that widely divergent philosophies existed among officials 
of the War Production Board as to how the various orders should be 
used in achieving an effective conversion programme. One philosophy 
exemplified by Mr. Robert P. Nathan, Chairman of the Planning Com- 
mittee, held that curtailment of civilian production should be ruthlessly 
accomplished. Inamemorandum dated March 16th, 1942, Mr. Nathan 
stated to the chairman of the War Production Board: 

‘. . . Complete cessation of durable goods for consumers involves insignificant 
hardship relative to defeat at the hands of the enemy. Normal production of the 
durable goods industries must be ruthlessly ceased. The industries will not engage 
in an all-out conversion until they are absolutely closed. Where a modest output is 
absolutely essential, then this output should be confined to the smaller plants in the 
industry... .’ 

The other philosophy exemplified by Mr. James S. Knowlson, held 
that civilian production should be curtailed gradually. 

‘I believe that the best policy to be followed is that of curtailing production by 
means of conservation and limitation orders and at the same time crowding war 
production in factories and progressively forcing conversion without breaking up 
more than necessary valuable organisations which have taken years to build. 

The philosophy of ruthless curtailment of non-essential civilian pro- 
duction was supported by the Labor Division and the Division of Civilian 
Supply of the War Production Board. Mr. Guthrie charged that prior 
to his resignation on March 14th, 1942, civilian production by the con- 
sumers’ durable goods industries of such items as refrigerators, washing 
machines, juke boxes, metal furniture, bicycles, electric ranges, and other 
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products with a high metal content was allowed to continue practically 
unabated. The Report draws attention to the period of inaction be- 
tween January 5th and March wth, and mentions that a new drive to 
curtail civilian production followed immediately after Mr. Guthrie's 
resignation. The charges are then examined in detail, and it appears 
that in many cases of delay in issuing curtailment orders, and of resist-" 
ance to curtailment of civilian production, the responsible officials were 
dollar-a-year men from the industries affected. 

After the cases were examined the Committee stated its conclusions. 
They pointed out that the nature of the request to investigate the 
cases received from Mr. Nelson made it necessary for them to speak 
frankly. They criticised especially Mr. Reed, chief of the Bureau of 
Industry Branches: ‘In so far as Mr. Guthrie is critical of Mr. Reed 
and certain other dollar-a-year men, and of the slowness with which 
curtailment orders were issued by the Bureau of Industry Branches, the 
Comm. ee believes that Mr. Guthrie was correct.’ The Committee 
went on to discuss the general issue of dual capacity in the following 
terms : 


‘In his testimony before the Committee, Mr. Knowlson expressed the opinion that 
the employment of dollar-a-year men was a matter of personal integrity of the in- 
dividual. The Committee does not wholly concur in this conclusion. It believes 
that the Guthrie case points to the conclusion that certain dollar-a-year men within 
the Bureau of Industry Branches are unable to divorce themselves from their sub- 
conscious gravitation to their own industries. The Committee feels that the evidence 
introduced in this case confirms its conclusions in its Reports of January 15th, 1942. 
eae The Committee believes that most dollar-a-year and ‘‘-without com- 
pensation” men are honest and conscientious, and that they would not intentionally 
favour big business. However, it is not their intentional acts that the Committee 
fears, but their subconscious tendency, without which they could‘hardly be human, 
to judge all matters before them in the light of their past experience and conviction.” ’” 


The policy of the War Production Board with regard to ‘ dual capa- 
city ’ was set out in administrative order No. 4, Section 2, which pro- 
vided that : ‘ No person so engaged (on dollar-a-year basis) shall make 
determination directly affecting the affairs of the firm’ or company in 
which he is employed.’ The Committee took the view that, in the light 
of the foregoing facts, this provision should be amended by striking out 
the words ‘ firm’ and ‘ company ’ and substituting the word ‘ industry.’ 
They stressed that this proposed amendment was in no way as ‘a 
reflection on the integrity of any dollar-a-year men.’ 

The Committee finally drew attention to the ‘ parodoxical situation 
of the Division of Civilian Supply which speaks for the consumer and 
which would therefore be expected to argue for a larger supply of civilian 
commodities, but instead was advocating an all-out war effort. The 
Labour Division which again might be expected to protest drastic cur- 
tailment in view of the great dislocations in employment has also been a 
constant advocate of an accelerated all-out conversion. On the other 
hand, the Bureau of Industry. Branches prior to Mr. Guthrie’s resigna- 
tion and the concerted efforts of Robert R. Nathan and Mr. Knowlson, 
consistently advocated a policy of temporising, moderation and delay.’ 
The Committee pointed out ‘ that the Labor Division is largely staffed 
by persons from the Labor Movement who are on regular Governmental 
salaries, the civilian supply division largely by paid personnel, a ma- 
jority being recruited from old line Government agencies, as contrasted. 
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with the Division of Industry operations and its Bureau of Industry 
Branches which are largely staffed by dollar-a-year men from industry.’ 


CONCLUSION 

How far a parallel may be drawn between the United States experience 
and our own is difficult to say. In the British case, for instance, 
the ‘dual capacity’ problem goes somewhat deeper, in that whole 
Trade Associations become intimately linked with the Executive. This 
structure according to industries of part of the Government Control may 
indeed go some way towards explaining the slowness in establishing the 
Regional Boards, so strongly advocated by the Select Committee on 
National Expenditure from time to time during the last three years. 
But, despite this and other differences, the American experience un- 
doubtedly gives support to the attitude of the Public Accounts Com- 
mittee in demanding the most careful attention to the question. Recent 
official statements in this country have stressed that the war may be 
long, and, in addition, that Government Control must be retained for a 
considerable period after the war. With the mobilisation of manpower 
already at a very high level further incréases in war output can only be 
achieved by administrative changes within the Government economic 
machinery itself. An exhaustive examination of the question of ‘ dual 
capacity ’ is perhaps one of the most important preludes to such re- 
organistion. 

G. D. N. Worswick. 


SUBSTITUTION OF WOMEN FOR MEN IN INDUSTRY 


From the results of the wages enquiry in July 1942, published in the 
Ministry of Labour Gazette, December 1942, some indications may be 
obtained of recent changes in the proportions of men.and women em- 
ployedinindustry. Average earnings are given separately for men (over 
21), youths (under 21), women (over 18), girls (under 18) and for all 
workers combined, in October 1938 and July 1942. The numbers of 
insured workers aged 16—64, employed in the different industries in 
July 1938, are published separately for each sex, and the subdivision by 
age groups is given for all industries combined. From these figures, 
changes between July and October 1938 being neglected, we can obtain 
approximately the proportions of men, boys, women and girls, in differ- 
ent industries in 1938, since the resulting proportions, applied to the 
average earnings in the respective groups, can be checked against the 
average earnings of all workers ; the figures of average earnings can also 
be used to obtain some idea of the distribution in 1942. We assume, 
therefore, that the returns received by the Ministry of Labour are 
equally representative for the four groups—men, women, youths and 
girls—although there is some indication that, for all the principal in- 
dustries together, this may not be the case.1 But in the engineering 
industries, where a high proportion of employers made returns, the 
assumption is probably valid. , ener 

In this way, we obtain, for the metal, engineering and shipbuilding 
‘industries, the distribution which is shown below for 1938 and two 


* 1Cf. Butzetin, Vol. 5, No. 2, page 32, footnote 1. 
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alternative sets of figures for 1942, both of which fit in with the stated 
figures of average earnings. These are intended to show the smallest 
and the largest possible transfers between men and women which are 
consistent with the data, on reasonable assumptions about changes in 
the proportions of youths and girls. With the extra demands for 
female labour, it seems unlikely that the proportion of girls (under 18) 
in engineering can have declined, while a reduction in the proportion of 
youths from 17% to less than 12% may also be considered improbable. 

Writing a, 6, c for the reductions in the percentages of men, youths 
and girls, respectively, so that a + 6 + c is the increase in the per- 
centage of women, we obtain from the figures of average earnings the 
equation: a= 5.17 +0.18b +0.4c. Thus even large reductions in 
the percentages of both youths and girls would not affect the proportion 
of men very much. In the average earnings of women and of all 
workers at the later date, two part time women workers (employed for 
not more than 30 hours a week) are counted as one full time worker ; 
and the same applies to the percentages employed. 


Percentage Distribution of Workei's in Engineering Industries 
Men Youths Women Gurls 


July a 073 7 II} 4 
ee 3 I 15 6 
Weer: ( (ii) 614 12 224 4 


._ These figures indicate that even in engineering, where the substitu- 
tion of female for male labour has probably been greater than anywhere 
else, the reduction in the proportion of men and the increase in the 
proportion of women employed, remembering that the above figures 
represent extreme possibilities, have not been as great as might have 
been expected. Ofcourse the increase in the number of women employed 
in engineering will have been much greater. But apparenily adult 
men still constitute at least 60% of the total numbers employed. 

A similar computation for another typical group of industries, those 
engaged in textile manufacture, yields the following percentage figures 
for the numbers employed in 1938: Men 32%, Youths 7%, Women 
48%, Girls 13%. The average earnings in July 1942 indicate that the 
proportions at that date might have been the same as in 1938 ; ‘alter- 
natively, they might have become as follows: Men 30%, Youths 3% 
Women 57%, Girls 10%. Areduction in the proportion of adult men 
below 30%, or an increase in the proportion of women above 57% 
would again imply reductions in the proportions of youths and girls 
which are quite improbable. Thus in textiles also, if these figures are 
reliable, there must have been only a moderate reduction in the propor- 
tion of men employed. ; 

_ For all the principal industries together (those included in the Min- 
istry of Labour’s earnings enquiries), it is stated that the proportions of 
men, youths and girls have declined and that the proportion of women 
has increased. The average earnings of all workers show an increase of 
54% between October 1938 and July 1942, if constant 1938 weights are 
applied throughout ; and 523% if constancy is assumed only as regards 
the relative numbers in different industries, but not for the distribution 
by age and sex groups. The difference is accounted for by changes in 


86 


the proportions of men, women, youths and girls, the net effect of which, 
therefore, has been to reduce the average earnings of all workers in 
July 1942 by 1%. 

Using the same lettering as before, we obtain the equation: a = 1.5 
+ 0.146 + 0.42c, where b andc are known to be positive. The minimum 
value of a is 1.5. The largest values of 6 and c which are considered 
to be plausible, having regard to the proportions employed in 1938, 
are b = 4 andc = 13, when a = 23. We thus obtain the following 
hypothetical figures which should indicate the limits of the changes by 
sex and age groups within the industries included in the Ministry of 
Labour’s earnings enquiries, provided that the data on earnings are 
sufficiently reliable to be used for this purpose.? 


Percentages Employed in the Principal Industries 
Men Youths Women Girls 


July 1938 59 14 21 6 
Al 5 GRS7S 14 224 6 
July rose {fi} EO 43 


The reduction in the proportion of adult men employed in these 
industries has apparently been quite small. No doubt the changes will 
have been much greater in other industries, not included in the 
Ministry of Labour’s enquiries. But an increase in the proportion of all 
females employed in the industries we are considering (which exclude 
agriculture and railways) from 27% to, at the most, 333% does not 
indicate that the substitution of women for men has here been on a very 
large scale. 


J. L. NICHOLSON. 


DIARY. 
LEASE-LEND AID. 
On the basis of the periodical lease-lend reports it is possible to get a 
picture of the extent to which lease-lend aid has been given by the 
United States to various countries. 


1941 1942 Total up to 
(billions of dollars) 31st Dec. 1942 
Total Lease-lend aid _ 1.2 7.0 5:3, B100°% 
Goods transferred 0.9 5-6 6.5 79%, 
Services rendered 0.3 I.4 1.7 21%, 


Up to the end of 1942 more than 8 billions of dollars worth of aid was 
given ; 20% of this was outlay on services which consisted to a large 
part (about one half) of expenditure on supply services and further of 
expenditure on ship repairs and expenditure on equipment for the 
production of lease-lend goods. Of the goods transferred about 90% 
- were actually shipped up to the end of 1942. They consisted of more 
than one half of military equipment and of about 22% each of _agri- 
cultural products and of industrial material and equipment respectively. 

1 In so far as the returns received by the Ministry of Labour may not have been 


equally representative for men, women, youths and girls, it is assumed that any 
errors involved would not affect the comparison of average earnings at the two dates. 
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The bulk of the agricultural products (about $1.25 billions) consisted of 
food. 
(billions of dollars) 


Lease-Lend goods shipped up to 31st Dec. 1942 6.0 100% 
Military equipment 3.3 55% 
Industrial raw material and equipment 3 oo. 
Agricultural products 1.4 23% 


Britain (48%) and her territories (29%) received the bulk of the aid; the 
African and Pacific areas received (directly) about equal shares. The 
proportion going to Russia was below 20% and the aid to China negli- 
gible. Apart from lease-lend shipments the United States exported con- 
siderable amounts against cash payment to lease-lend receiving countries. 
From the beginning of the lease-lend programme in March 1941 up 
to the end of October 1942 these cash purchases amounted to $6.5 
billions, as compared with $4.7 billion exports under lease-lend in this 
period. At present the proportion of cash purchases to lease-lend ex- 
ports is much smaller. 

In the last months of 1942 the yearly rate of lease-lend assistance 
approached $10 billion, or about 15% of the total U.S. war expenditure 
at that time. The military equipment exported both under lease-lend 
and against cash payment was stated to be 15% of the United States 
production of munitions. The latter was probably of the order of $40 
billions at the end of 1942, so that the export of military items was at 
the rate of about $6 billions a year. The bulk of this was exported under 
lease-lend, and only about 1/5 were cash purchases. The lease-lend 
exports of military items were thus at the rate of approximately $5 
billions a year at the end of 1942. This constitutes about 2/3 of the 
exports under lease-lend at the time ; the proportion oi military items 
in total lease-lend shipments at the end of 1942 was thus considerably 
higher than in the earlier stages of the lease-lend scheme. 


